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INDEPENDENT AUDITOR'S REPORT

-To the Board of Education
- Lewis Cass Intermediate School District
Casso_potis‘, Michigan

- We have audited the accompanying financial statements of the governmental activities, each major fund, and

the aggregate remaining fund information of Lewis Cass Intermediate School District, as of and for the year

" ended June 30, 2007, which collectively comprise the District’s basic financial statements as listed in the table

of contents. These financial statements are the responsibility of Lewis Cass Intermediate School District's
management. Our responsibility is to express opinions on these financial statements based on our audit.

‘We conducted our audit in accordance with auditing standards generally accepted in the United States of

America. Those standards require that we plan and perform our audit to obtain reascnable assurance about

whether the financial statements are free of material misstatement. An audit includes examining, on a test

basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes

- assessing the accounting principles used and significant estimates made by management, as well as

- evaluating the overail financial statement presentation. We believe that our audit provides a reasonable basis
- forour opinions,

~Inoeur opinion, the financial statements referred to above present fairly, in all material respects, the respective
“financial position of the governmental activities, each major fund, and the aggregate remaining fund
- information of Lewis Cass Intermediate School District as of June 30, 2007 and the respective changes in
- financial position thereof for the year then ended in conformity with accounting principles generally accepted in

~ the United States of America.

In accordance with Government Auditing Standards, we have alsc issued our report dated August 17, 2007,

on our consideration of Lewis Cass Intermediate School District's internal control over financial reporting and

* onour tests of its compliance with certain provisions of laws, regulations, contracts and grant agreements and

“other matters. The purpose of that report is to describe the scope of our testing of internal control over

_financial reporting and compliance and the results of that testing, and not to provide an opinion on the internal

- control over financial reporting or on compliance. That report is an integral part of an audit performed in

~accordance with Governmental Auditing Standards and should be considered in assessing the results of cur
audit.

. _The management’s discussion and analysis and budgetary comparison information on pages i through ix and

. pages 21 through 23, are not a required part of the basic financial statements but are supplementary

" information required by accounting principles generally accepted in the United States of America. We have

applied certain limited procedures, which consisted principally of inquires of management regarding the

- methods of measurement and presentation of the required supplementary information. However, we did not
.audit the information and express no opinion on it.

715 East Frank Street, Caro, MI 48723-1647 « 989/673-3137 + 800-234-8829 « Fax 989/673-3375
6261 Church Street, Cass City, MI 48726-1111 + 989/872-3730 « Fax 989/872-3978

E mail cpa®@athdcpa.com Website www.atbdepa.com



Board of Education
August 17, 2007

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the primary government of Lewis Cass Intermediate School District's basic financial statements. The
additional information on pages 24 t¢ 40 is presented for purposes of additional analysis and is not a required
part of the basic financial statements. This additional information has been subjected o the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, are fairly stated in all
material respects in relation to the basic financial statements taken as a whole.

Quadounen by, Rundanddk #duae, 2.

ANDERSON, TUCKEY, BERNHARDT & DORAN, P.C.
CERTIFIED PUBLIC ACCOUNTANTS



LEWIS CASS INTERMEDIATE SCHOOL DISTRICT
Management Discussion and Analysis
For the Year Ended June 30, 2007

Our discussion and analysis of Lewis Cass Intermediate School District’s financial
performance, a GASB 34 requirement, provides an overview of the District’s financial
activities for the fiscal year ended June 30, 2007. This financial model was adopted by
the Governmental Accounting Standards Board {(GASB) in Statement No. 34 Basic
Financtal Statements-and Management’s discussion and Analysis-for State and Local
Governments, issued in June, 2000, This is the fourth year the District has been required
to report under the provisions of GASB 34,

Lewis Cass Intermediate School District is located in Cass County and portions of
Berricn, St. Joscph, and Van Buren Counties in the State of Michigan. The District
serves the four local K-12 districts located within its boundaries.

Gencerally accepted account principles (GAAP), according to GASB 34, require the
reporting of two types of financial statements: Fund Financial Statements and District-
Wide Financial Statements.

Fund Financial Statements:

The fund level financial statements are reported on a modified accrual basis. Only those
assets that are “measurable” and “currently available™ are reported. Liabilities are
recognized to the extent that they arc normally expected to be patd with the current
financial resources.

The fund statements are formatted to comply with the legal requirements of the Michigan
Department of Education’s “Accounting Manual”. The District’s major instructional and
instructional support activities are reported in three funds: the General Fund, and two
Special Revenue Funds including the Special Education Fund and the Community
Service Fund. Additional activities are reported in nenmajor governmental funds
including: the School Lunch (Food Service} Fund and Fiduciary Funds (Trust Fund and
Agency Fund),



LEWIS CASS INTERMEDIATE SCHOOL DISTRICT
Management Discussion and Analysis
For the Year Ended June 30, 2007

In the fund level financial statements purchased capital assets are reported as
expenditures in the year of acquisition. No asset is reported. The issuance of long-term
debt is recorded as a financial resource. The current year’s payments of principal and
interest on debt are recorded as expenditures. Future debt obligations are not recorded.

Major Governmental Funds Budgeting and Operating Highlights

General Fund:

The District’s expenses and outgoing transfers in the General Fund exceeded revenues
and incoming transfers by $112,963. The resulting decrease in General Fund equity is
more than the original budget estimate of a $19,037 deficit, and less than the final budget
amendment of a $238,400 deficit. Actual revenues of $2,663,417 were $67,644 below
the original budget and $25,806 above the final budget amendment.

The actual expenditures and outgoing transfers of $2,776,379 were $26,281 above the
original budget and $99,632 below the final budget amendment,

Special Education Fund:

The total special education revenues and incoming transfers of $6,732,625 were $397,156
above the original budgeted amount and $133,361 below the final budget amendment.
Total expenses and outgoing transfers of $6,573,419 were $213,401 above the original
budget and $180,386 below the final amended budget. A late June retirecment system
credit mandated by the state of Michigan accounted for nearly $81,000 in expense
reductions.

Special education fund equity increased by $159,206 compared with the original
budgeted amount of a deficit $24,549 and a final budgeted surplus of $112,181. The
retirement credit that reduced expenses also resulted in a reduction in the current year’s
draw of federal Flowthrough grant funds, thus reducing revenue accordingly.

Community Service Fund:

Final actual revenues in the Community Service Fund of $1,083,928 were $201,240
below the original budget. Final expenses and outgoing transfers of $1,087,716 were
$197,452 below the original budget. The grants funding the Community Service Fund
programs ended effective September 30, 2006 and were not renewed thereafter. The fund
was closed out effective June 30, 2007 with a fund balance of zero.

ii



LEWIS CASS INTERMEDIATE SCHOOL DISTRICT
Management Discussion and Analysis
For the Year Ended June 30, 2007

A summary of the major governmental funds’ operating results is shown in Table 1.

Table 1
Major Governmental Funds Budget &
Actual Revenues and Expenditures

Original Final Budget Final Actual Variance Variance
Budget June 2007 8130/07 Actual & Actual &
Criginal Budget Final Budget
General Fund

Revenues 2,731,081 2.837.611 2,663,417 -2.48% 0.98%
Expenditures 2,750,098 2,876,011 2,776,378 0.96% -3.48%
Surplus {Deficit) {18,037} {238,400) (112,962) 493.38% -52.62%

Special Education Fund

Revenues £,335,469 6,865,988 6,732,625 8.27% -1.94%
Expenditures 5,360,018 6,753,805 6,573,419 3.36% -2.67%
Surplus {Deficit) {24,648) 112,181 159,206 -748.52% 41.92%

Community Service Fund
Revenues 1,285,168 1,083,828 1,083,828 -15.66% 0.00%

Expenditures 1,285,168 1,087,716 1.087.716 -15.36% 0.00%

Surplus (Deficit) 0 (3,788) (3.788) n.a. 0.00%

il



LEWIS CASS INTERMEDIATE SCHOOL DISTRICT
Management Discussion and Analysis
For the Year Ended June 30, 2007

District Wide Financial Statements:

Statement of Net Assets

The District wide financial statements are full accrual statements. They report all of the
District’s assets and liabilities, both short-term and long-term, regardless if they are
“currently available” or not. Capital assets and long-term obligations of the District are
reported in the Statement of Net Assets of the District wide financial statements. This
report presents a point in time “balance sheet” of assets and liabilities, both current and
long-term, and the resulting net assets of the District for June 30, 2007 compared with
June 30, 2006 (see Table 2).

Table 2
Statement of Net Assets
June 30, 2008 June 30, 2007

Assels

Current Assets 4,819,107 4,384,998

Capital

Assets 4,926,358 4,756,888

Less accumulated depreciation (1,710,533} {1.631.723)

Capital assets, net book value 3,215,826 3,125,165

Total Assets 8.034,933 7.510,164
Liabilities

Current Liabilities 1.256,880 786,337

Long-term liabilittes 377,696 438,402

Totai

Liabiiities 1,634,576 1,224,739
Net Assets

Capital assets, net book value 3,215,828 3,125,185

Capital assets, related debt {236,851} {236,951}

Total capital assets, net of related debt 2,978,875 2,888 214

Restricted it 0

Unrestricted 3,421,482 3,397,211

Total Net Assets 6,400,357 6,285,425

Total Liabilities and Net Assets 8,034,933 7,510,164

iv



LEWIS CASS INTERMEDIATE SCHOOL DISTRICT
Management Discussion and Analysis
For the Year Ended June 30, 2007

Statement of Change in Net Assets {Statement of Activities)

The Statement of Change in Net Assets, also referred to as the Statement of Activities,
indicates the results of operations for the fiscal year. It summarizes the total revenues
and expenses, and the resulting change in net assets of the District. Table 3 describes the
District wide result of operations for the fiscal years ending June 30, 2006 and June 30,
2007.

Table 3
Statement of Change in Nef Assets
{Statement of Activities)

June 30, 2008

June 30, 2007

Revenues
Program Revenues
Charges for Services 709,837 02,377
Federal and State Categorical Grants 7,161,884 3,736,788
General Revenues
Property Taxes 2,685,163 2,799,536
State Sources 2,796,354 2373083
Other 253,665 464,567
Total Revenues 13,607,003 10,276,351
Expenses
Instructicn 870,483 2,171,734
Support Services 7,141,502 5,385,179
Community Services 3,662,785 1,468,485
Food Service 83,087 78,333
Inferest and Fees on Long-Term
Debt 18,518 10,440
Transfers to Other Districts 1,323,780 1,073,374
Unallocated
Depreciation 214,919 203,747
Total Expenses 13,205,085 10,391,283
Increase in Net Assets 401,918 {114,932)
Beginning Net Assets 5,898,439 6,400,357
Ending Net Assets 6,400,357 6,285,425



LEWIS CASS INTERMEDIATE SCHOOL DISTRICT
Management Discussion and Analysis
For the Year Ended June 30, 2007

Analysis of Financial Position:

As illustrated in Table 3, the District’s net assets decreased by $114,932 during the fiscal
year ended Junec 30, 2007. The overall condition of the combined funds remains

extremely strong for the District. The general fund and the special education fund ended
the year with a combined net operating income $89,830 greater than originally budgeted.

The general fund realized a $112,962 decrease in fund equity. The ending fund balance
of $2,288,649 represents approximately 82% of current operating expenscs, This
compares with a fund balance of 62% of operating expenses as of June 30, 2004, This is a
very favorable position that will permit the fund to operate without concern of available
cash or the necd to borrow during the 2007-2008 fiscal year.

The special education fund operated with a $159,206 surplus during the 2006-2007
fiscal year. The ending fund balance of $1,314,701 represents approximately 20% of
current operating expenses. While there is no educational industry standard for fund
equity, it is generally agreed that a fund equity approximating 15% of current operating
expenses should provide adequate fiscal protection making this a favorable position. The
final bonded debt payment on the Dowagiac, MI building was made during the 2005-
2006 fiscal year so there was no debt obligation during 2006-2007.

The community service fund operated on a flow-through basis for various grants. The
District operated as a subcontractor for Michigan Works and other agencics. The final
Michigan Works grants ended September 30, 2006. All programs were closed out and
reconciled. With the termination of these programs there will not be a separate
Community Service Fund for the 2007-2008 fiscal year.

vi



LEWIS CASS INTERMEDIATE SCHOOL DISTRICT
Management Discussion and Analysis
For the Year Ended June 30, 2007

Capital Assets and Debt Administration:

Capital Assets

Under the provisions of GASB 34, the District reports capital assets and accumulated
depreciation. These were first reported for the fiscal year ended June 30, 2004. For all
assets acquired prior to July 1, 2003 assets were reported at appraised original cost or, if
available, at actual cost. The year of acquisition was identificd and accumulated
depreciation through June 30, 2003 was calculated. For assets acquired beginning July 1,
2003 assets are recorded at actual cost. The June 30, 2004 through June 30, 2006
financial reports reported the beginning amounts plus acquisitions, less disposals for cach
fiscal year, and also recognized additional depreciation for those years.

Acquisitions and disposal of District assets for fiscal year 2006-2007 were recorded and
net depreciation in the amount of $203,747 was recognized for the year. Total additions
for the year were $182,942. Assets disposed of or adjusted during the year totaled
$352,413. At the end of fiscal year 2007, the District had $4.76 million invested in land,
buildings, site improvements, vehicles, furnishings and equipment. Of this amount $1.63
million in depreciation has been taken over the years. As described above, these amounts
are recognized in the District-Wide Financial Statements but not in the Fund Financial
Statements.

Long-Term Debt

Long term debt associated with the capital assets totaled $236,951 as of June 30, 2007.
This debt represents the District’s share of the 1998 “Durant” bond issue. Durant bonds
are not a direct liability of the District and are retired via payments by the State of
Michigan, however for state accounting purposes school districts reflect a portion of the
total state debt on their financial reports. The final local building bond payment of
$95,000 was made during the 2005-2006 fiscal year.

vii



LEWIS CASS INTERMEDIATE SCHOOL DISTRICT
Management Discussion and Analysis
For the Year Ended June 30, 2007

Table 4
Capital Assets and Long-Term Debt
June 30, June 30,
2008 2007

Capital Assets

tand 60,000 £0,000

Buildings & additions 3,338,137 3,338,137

Site improvements 152,663 254,225

Equipment and furniture 270,148 251,481

Vehicles 1,065,411 853.045

Total Capital Assets 4,926,359 4,756,888

Total Accumulated Depreciation {1,710,533) {1,631.,722)

Net Capital Asseis 3.215.826 3,125,168
Long-Term Capital Debt

Building honds G 0

Limited cbiigation Durant bonds 236,951 236,851

Total Long-Term Capital Debt 236,951 236,951
Total Capital assets Net of Related Debt 2,878,875 2,888,215

Economic Factors and Next Year’s Budgets:

The economy in the state of Michigan continues to lag behind the national trend toward
recovery. While there is currently no state aid act in place, basic state aid for
intermediate school district general fund operations is expected to remain level or
increasc modestly, not encugh to match inflationary pressures. The strong fund equity
position the District maintains provides the financial base necessary to operate without
major concern of overall fiscal deficits. The preliminary 2007-2008 general fund and
special education fund budgets indicate a combined deficit of $238,500 or approximately
two and one-half percent of the total $9.6 million of expenses. This is an acceptable
projection given the strength of the District’s combined beginning fund balances.

viii



LEWIS CASS INTERMEDIATE SCHOOL DISTRICT
Management Discussion and Analysis
For the Year Ended June 30, 2007

Other significant budgetary factors include the loss of indirect cost revenue previcusly
generated by the Michigan Works programs. This will partially be offsct by reduced
expenses. During the 2006-2007 fiscal year the District paid out in excess of $150,000 for
unemployment claims, for the most part due to the termination of the Michigan Works
grants. This will not be a recurring cost for 2007-2008.

Special Education Fund revenues will be enhanced by more than $80,000 in additional
IDEA Flowthrough funds in 2007-2008. This results from a retirement system credit
issued by the state of Michigan in June. It resulted in decreasing expenses, thus the
ability to carry over funds from the 2006-2007 grant cycle.

Requests for Information:

This report is designed to provide a general overview of the Lewis Cass Intermediate
Schoo! District’s finances for all those with an interest in the government’s finances.
Questions concerning any of the information provided in this report or requests for
additional information should be directed to:

Richard S. DeVos

Chicf Financial Officer

Lewis Cass Intermediate School District
61682 Dailey Road

Cassopolis, M1 49031-9648

Office Telephone (269) 445-6202
Office FAX (269) 445-2981
E-mail-rdevos@remcl 1.k12.mi.us

X
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LEWIS CASS INTERMEDIATE SCHOOL DISTRICT
STATEMENT OF NET ASSETS
June 30, 2007

GOVERNMENTAL
ACTIVITIES
ASSETS
CURRENT ASSETS:
Cash $ 990,016
Invesiments 2,205,867
Property taxes receivable 4,800
Accounts receivable 1,767
Interest receivable 5,801
Prepaid expenses 71,290
Cue from other governmental units 1,105,258
TOTAL CURRENT ASSETS 4,384 999
NONCURRENT ASSETS:
Capital assets 4,756,888
Less accumulated depreciation {1,631,723)
TOTAL NONCURRENT ASSETS 3,125,165
TOTAL ASSETS $ 7,510,164
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES:
Accountis payable $ 75,010
Accrued salaries & withholdings 583,111
Accrued retirement payabie 35,369
Accrued interest 11,850
Advances -
Deferred revenue 80,997
Current portion of long term debt
Current portion of compensated absences
TOTAL CURRENT LIABILITIES 786,337
NONCURRENT LIABILITIES:
Noncurrent portion of long term debt 236,951
Noncurrent portion of compensated absences 201,451
TOTAL NONCURRENT LIABILITIES 438,402
NET ASSETS:
Invested in capital assets, net of reiated debt 2,888,214
Unrestricted 3,397,211
TOTAL NET ASSETS 6,285,425
TOTAL LIABILITIES AND NET ASSETS $ 7,510,164

The accompanying notes are an integral part of the financial statements.

1



LEWIS CASS INTERMEDIATE SCHOQL DISTRICT
STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2007

Program Revenues

Governmental
Activities

Net (Expense)
Revenue and

Charges for Operating Changes in
Functions/Programs Expenses Services Grants Net Assets
Governmental activities:
Instruction $ 2,340,734 $ 112,729 $ 543418 $ (1,684,587)
Support services 5,385,170 450 H0 2,173,673 (2,760,587)
Community services 1,468,486 989,426 (479,060)
Food services 78,333 12,388 30,271 (35,878)
Transfers to other districts 804,374 429,914 (474,460)
Interest & fees on long-term debt 10,440 {10,440)
Unallocated depreciation 203,747 (203,747)
Total governmental activities $ 10,391,284 $1,005,938 $ 3,736,788 (5,648,557}
General revenues:
Property taxes, levied for general purposes 2,789,536
State sources 2,373,083
Investment revenue 143,665
Donations 201,440
Miscellaneous 15,901
Total general revenue 5,533,625
Change in net assets {114,832)
Net assets, beginning of year 6,400,357
Net assets, end of year $ 6285425

The accompanying notes are an integral part of the financial statements.




LEWIS CASS INTERMEDIATE SCHOOL DISTRICT

BALANCE SHEET

GOVERNMENTAL FUNDS

ASSETS
CURRENT ASSETS:
Cash & cash equivalenis
Investments
Accounts receivable
Interest receivabie
Due from other funds
Due from other governments
Prepaid expenditures

TOTAL ASSETS

LIABILITIES AND FUND BAL ANCE

LIABILITIES:
Accounts payable
Accrued salaries & withholdings
Accrued retirement payable
Due to other funds
Due to scheol groups
Advances
Deferred revenue

TOTAL LIABILITIES

FUND BALANCE:
Reserved for donations
Unreserved:
Designated for compensated absences
Undesignated

TOTAL FUND BALANCE

TOTAL LIABILITIES & FUND BALANCE

June 30, 2007

SPECIAL REVENUE
GENERAL SPECIAL COMMUNITY
FUND EDUCATION SERVICE
$ 1,070,001 $ {87.456) $ -
861,369 1,344,598
- 66 -
2,989 2,842
461,223 644,035 -
64,997 6,283
$ 2,460,549 $ 1,910,378 $ -
§ 67.843 $ 7,166 $ -
35,395 541,456 -
- 34,720 -
68,662 12,335
171,800 595,677 -
182,524
35,433 166,018
2,253,216 866,159 -
2,288,649 1,314,701 -
$ 2,460,549 $ 1,910,378 $ -

The accompanying notes ate an integral part of the financial statements.



OTHER

NONMAJOR TOTAL
GOVERNMENTAL GOVERNMENTAL
FUNDS FUNDS
$ 7471 $ 980,016

- 2,205,967

1,701 1,767

5,801

- 1,105,258

- 71,260

$ 8172 $ 4,380,098
$ 1 $ 75,010
6,260 583,111

649 35,368

- 80,997

8,910 774,487

182,524

201,454

2,262 3,221,637

2,262 3,605,612

& 9,172 $ 4,380,099




LEWIS CASS INTERMEDIATE SCHOOL DISTRICT
Reccnciliation of the Governmental Funds Balance Sheet to the
Statement of Net Assets
June 30, 2007

Total Fund Balances - Governmental Funds $ 3,805,812

Amounts reported for governmertal activities in the statement of
net assets are different because:

Capital assets used in governmental activities are not

financial resources and are nct reported in the funds
The cost of the capital assets is 4,756,888
Accumulated depreciation is (1,631,723}

Long term liabilities are not due and payable in the current
period and are not reported in the funds

Bonds and notes payable {236,851)
Compensated absences {201.451)
Accrued interest is not included as a liability in governmental
funds; it is recorded when paid {11,850)
Balance of taxes receivable at 8/30/07 less allowance for doubtful accounts 4,900
Net Assets of Governmental Activities $ 6,285 425

The accompanying notes are an integral part of the financial statements.



LEWIS CASS INTERMEDIATE SCHOOL DISTRICT
Statement of Revenues, Expenditures and Changes in Fund Balances
Governmental Funds

For the Year Ended June 30, 2007

REVENUES:
Local sources
State sources
Federal sources

TOTAL REVENUES

EXPENDITURES:
Instruction
Supporting services
Community services
Food service activities

TOTAL EXPENDITURES
EXCESS OF REVENUES OVER EXPENDITURES
OTHER FINANCING SOURCES (USES):
Operating transfers in
Cperating transfers out
Transfers from other districts
Transfer to other districts
Sale of fixed assets

TOTAL OTHER FINANCING SOURCES (USES)

EXCESS OF REVENUES GVER EXPENCITURES
& OTHER SOURCES (USES)

FUND BALANCE - BEGINNING CF YEAR

FUND BALANCE - END OF YEAR

The accompanying notes are an integrat part of the financial statements.

SPECIAL REVENUE

GENERAL SPECIAL COMMUNITY
FUND EDUCATION SERVICE
$ 487,486 $ 3,318,248 $ 16
595,741 1,678,846 94,486
1,026,740 1,690,351 989,426
2,109,967 6,687,445 1,083,928
82,173 2,258,561 -
1,688,674 3,848,032 ;
359,023 112,119 997,344
2,129,870 6,218,712 997,344
(19,903) 468,733 86,584
155,223 2,000 -
(2,000) (94,851) (90,372)
397,072 32,842 -
(644,510) (259,864) -
1,155 10,347 -
(93,060) (309,526) (90,372)
(112,963) 159,207 (3.788)
2,401,612 1,155,494 3,788
$ 2,288,649 $ 1,314,701 $ -




OTHER

NONMAJOR TOTAL
GOVERNMENTAL GOVERNMENTAL
FUNDS FUNDS
) 12,669 $ 3,818,419

4,010 2,373,083
30,271 3,736,788
46,950 9,928,290

2,340,734

5,536,708

1,468,486

78,333 78,333
78,333 8,424,259
(31,383) 504,031
30,000 187,223
{187,223)

429914
{904,374)

11,502
30,000 {462 958)
(1,383) 41,073
3,645 3,564,539

$ 2,262 b 3,605,612




LEWIS CASS INTERMEDIATE SCHOOL DISTRICT
Reconciliation of the Statement of Revenues, Expenditures,
and Changes in Fund Balances of Governmental Funds
to the Statement of Aclivities
June 30, 2007

Total net change in fund balances--governmental funds % 41,073

Amounts reported for governmental activities in the statement of activities are
different because:

Capital outlays are reported in governmental funds as expenditures. However,

in the statement of activities, the cost of these assets are aliocated over their

useful lives as depreciation:
Depreciation expense (203,747)
Capital outlay 182,842

Losses on sale of fixed assets are recorded in the statement of activities; in the
governmental funds the gross proceeds are recorded:
Difference between book loss and gross proceeds {69,855)

Accrued interest on bonds is recorded in the statement of activities when

incurred; it is not recorded in governmental funds until it is paid;
Accrued interest payable at the beginning of the year 1,410
Accrued interest payable at the end of the year {11,850}

Revenue is recorded on the accrual method in the statement of activities; in the

governmental funds it is recorded on the modified accrual method and not

considered available:
Accrued revenue at the beginning of the year (28,400}
Accrued revenue at the end of the vear 4,900

Compensated absences are reported on the accrual methed in the statement of
activities, and recorded as an expenditure when financial resources are used in
the governmental funds:

Accrued absences at the beginning of the year 170,046
Accrued absences at the end of the year {201,451}
Change in net assets of governmental activities $ (114,932)

The accompanying notes are an integral part of the financial statements,



LEWIS CASS INTERMEDIATE SCHQOOL DISTRICT
STATEMENT OF FIDUCIARY NET ASSETS
FIDUCIARY FUNDS
COMBINING BALANCE SHEET
June 30, 2007

PRIVATE PURPOSE AGENCY
TRUST FUND FUNDS TOTALS

ASSETS
Cash $ 30,529 $ 10,408 $ 40,938
TOTAL ASSETS $ 30,529 $ 10,409 $ 40938

LIABILITIES AND FUND BALANCE
Liabilities:

Due to other organizations $ 10,409 $ 10,409
Fund Balance:

Reserved for programs $ 30,528 - 30,529
TOTAL LIABILITIES AND FUND BALANCE 3 30,529 $ 10,409 $ 40,938

The accompanying notes are an integral part of the financial statlements.



LEWIS CASS INTERMEDIATE SCHOOL DISTRICT
NONEXPENDABLE TRUST FUND
STATEMENT OF REVENUES, EXPENDITURES AND
CHANGE IN FUND BALANCE
FOR THE YEAR ENDED JUNE 30, 2007

REVENUES:
Interest

EXPENDITURES:
Scholarship
Administrative expense
TOTAL EXPENDITURES
EXCESS (DEFICIT) OF REVENUE OVER EXPENDITURES
FUND BALANCE - JULY 1

FUND BALANCE - JUNE 30

The accompanying notes are an integral part of the financial statements.
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LEWIS CASS INTERMEDIATE SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2007

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

The basic financial statements of the Lewis Cass Intermediate Schootl District have heen prepared in conformity with
accounting principles generaily accepted in the United States of America (GAAP)} as applied to government units. The
Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for establishing governmental
accounting and financial reporting principles. The more significant of the District’s accounting policies are described below.

REPORTING ENTITY:

The District receives funding from local, state, and federal government sources and must comply with all the
requirements of these funding source entities. However, the District is not included in any other governmental reporting
entity as defined by the accounting principles generally accepted in the United States of America. Board members are
elected by the public and have decision-making authority, the power to designated management, the ability to
significantly influence operations, and the primary accountability for fiscal matters. In addition, the District's reporting
entity dees not contain any component unils as defined in GASB Statements #14 and #39, nor is the District a2
component unit of another entity.

GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS:

The government-wide financial statements (i.e., the statement of net assets and the statement of activities) report
information on all of the non-fiduciary activities of the District. For the most part, the effect of interfund activity has
largely been removed from these statements. The government-wide financial statements categorize primary activities
as either governmental or business type. All of the District’s activities are classified as governmental activities,

The statement of activities demonsirates the degree to which the direct expenses of a given function or segment are
offset by program revenues. Direct expenses are those that are clearly identifiable with a specific function or segment.
Program revenuss include 1) charges paid by recipients who purchase, use, or directly henefit from goods or services
by a given function or segment, and 2) grants and contributions that are restricted to meeting the operational or capital
requirements of a parlicular function or segment. State Foundation Aid, certain revenue from the Intermediate School
District and other unrestricted items are not included as pregram revenues but instead as general revenues.

In the government-wide statement of net assets, the governmental activities column {a) is presented on a consolidated
basis, (b} and is reported on a full accrual, economic rescurce basis, which recognizes all long-term assets and
receivables as well as long-term debt and obligations. The District’s net assets are reported in three parts —invested in
capital assets, net of related debt, restricted net assets; and unrestricted net assets,

The District utilizes restricted resources io finance their respective, qualifying activities.

The government-wide statement of activities reports both the gross and net cost of each of the District’s functions. The
functions are also supporied by general government revenues {property taxes, certain intergovernmental revenues,
investment income and other revenue.) The statement of activities reduces gross expenses by related program
revenues and operatling granis. Program revenues must be directly associated with the function. Operating granis
include operating-specific and discretionary {either operating or capital) grants,

The net costs (by function} are normally covered by general revenue {(property taxes, state sources, intermediate
district sources, interest income and other revenues.)

The District does not allocate indirect costs.

This government-wide focus is more on the sustainability of the District as an entity and the change in the District’s net
assets resulting from the current year's activities.

Separate financial statements are provided for governmental funds and fiduciary funds, even though the latter are

excluded from government-wide financial statements. Major individual governmental funds are reported as separate
columns in the fund financial statements.
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LEWIS CASS INTERMEDIATE SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2007

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued):
GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS, (Continued):

Governmental Funds:

Governmental funds are those funds through which most school district functions are typically financed. The
acquisition, use, and balances of the school district's expendable financial resources and the related current
liabilittes are accounted for through governmental funds.

The District reports the following major governmental funds:

The General Fund is the District’s primary administration fund. 1t accounts for all financial resourses of
the District, except those required to be accounted for in another fund.

The Special Revenue Funds account for revenue sources that are legally restricted to expenditure for
specific purposes {(not including expendable trusts or major capital projects). The District's major
special revenue funds consist of the Special Education and Community Service Funds,

The District reports the following nenmajor governmental funds:

The Special Revenue Fund that is considered nonmajor consists of the Schoo! Service Fund.

Fiduciary Funds:

Fiduciary funds account for assets held by the district in a trustee capacity or as an agent on behalf of others.
Trust funds account for assets held by the district under the terms of a formal trust agreement. Fiduciary funds are
not included in the government-wide statements.

The Private Purpose Trust Fund is accounted for using the accrual method of accounting. Private
purpose trust funds account for assets where interest payments may be spent for student schelarships.
These funds are not reported on the District’s financial statements. The District’s trust fund currently
holds assets donated to the District.

The Agency Fund is custodial in nature and does not present results of operations or have a
measurement focus. Agency funds are accounted for using the modified accrual basis of accounting.
This fund is used to account for assets that the District holds for others in an agency capacity (primarity
student activities).

MEASUREMENT FOCUS, BASIS OF ACCOUNTING AND BASIS OF PRESENTATION:

Accrual Method

The government-wide financial statements are reported using the econcemic resources measurement focus and the
accrual basis of accounting, as are the fiduciary fund financial statements. Revenues are recorded when earned and
expenses are recorded when z liability is incurred, regardless of the timing of related cash flows. Property taxes are
recognized as revenues in the year for which they were levied. Grants and similar items are recognized as revenue as
soon as all eligibility requirements imposed by the provider have been met.

Private-sectar standards of accounting and financial reporting issued prior to December 1, 1989, generally are followed

in the government-wide financial statements {o the extent that those standards do not conflict with or contradict
guidance of the Government Accounting Standards Board.
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LEWIS CASS INTERMEDIATE SCHOOL. DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2007

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

MEASUREMENT FOCUS, BASIS OF ACCOUNTING AND BASIS OF PRESENTATION, {Continued):

Modified Accrual Method

Governmental funds are used to account for the District's general government activities, Governmental fund financial
statements are reported using the current financial resources measurement focus and the modified accrual basis of
accounting. Revenues are recognized as soon as they are both measurable and available. Revenues are considered
gvailable when they are collectible within the current period or soon enough thereafter to pay liabilities of the current
period. For this purpose, the District considers revenues to be available if they are coliected within 60 days of the end
of the current fiscal pericd. Expenditures generally are recorded when a liabilily is incurred, as under accrual
accounting. However, debt service expenditures, as well as expenditures related to compensated absences and
claims and judgments, are recorded when payment is due.

Property taxes, state and federal aid and interest associated with the current fiscal period are all considered fo be
susceptible to accrual and so have been recognized as revenues of the current fiscal period. All other revenue items
are considered to be measurable and available only when cash is received by the District,

State Revenue:

The State of Michigan utilizes a foundation grant approach that provides for a specific annual amount of revenue per
pupil based on a statewide formula. The Foundation is funded from state and local sources. Revenues from state
sources are primarily governed by the School Aid Act and the School Code of Michigan. The Michigan Department of
Education administers the allocation of state funds to school districts based on information supplied by the districts, For
the year ended June 30, 2007, the foundation allowance was based on the pupit membership counts taken in February
and September of 2006.

The state portion of the foundation is provided primarily by & state education property tax millage of 8 mills and an
allocated portion of state sales and other taxes. The local portion of the foundation is funded primarily by non-
homestead property taxes, which may be levied at a rate of up to 18 mills. The State revenue is recognized during the
foundation period and is funded through payments from October 2006 to August 2007. Thus, the unpaid portion at
June 30th is reported as due from other governmental units.

The District receives revenue from the State to administer certain categorical education programs. State rules require
that revenue earmarked for these programs be expended for its specific purpose. Categorical funds received, which
are not expended by the close of the fiscal year are recorded as deferred revenue.

For the year ended June 30, 2007, approximately $153,500 of non cash transactions from the Michigan Department
of Education (MDE) has been recorded as state aid revenue and pension expenditures or prepaid expenditures as a
result of a change in funding by MDE.

OTHER ACCOUNTING POLICIES:
1. Cash and equivalents include amounts in demand deposits and certificates of deposit.

The District reports its investments in accordance with GASB Statement No. 31, Accounting and
Financial Reporting for Certain investments and for External Investment Pools and No. 40 Deposits
and Investment Risk Disciosures. 1Under these standards, certain investments are valued at fair value
and determined by quoted market prices, or by estimated fair values when quoted market prices are
not available. The standards also provide that certain investments are valued at cost (or amortized
cost) when they are of a short-term duration, the rate of return is fixed, and the districts intend to hold
the investment until maturity. Accordingly, investments in banker acceptances and commercial paper
are recorded at amortized cost.
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LEWIS CASS INTERMEDIATE SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2007

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, {(Continued}:

OTHER ACCOUNTING POLICIES, (Continued}:

State statutes authorize the District to invest in bonds and other direct and certain indirect obligations
of the U.S. Treasury, certificates of deposit, savings accounts, deposit accounts, or depository receipts
of a bank, savings and loan asscciation, or credit union, which is a member of the Federal Deposit
Insurance Corporation, Federal Savings and Loan Insurance Corporation, or National Credit Union
Administration, respectively; in commercial paper rated at the time of purchase within the three highest
classifications established by not less than two standard rating services and which matures not more
than 270 days after the date of purchase. The District is also authorized to invest in U.S. Government
or federal agency obligation repurchase agreements, bankers’ acceptances of U.S. banks, and mutual
funds composed of investments as outlined above.

Property Taxes.

Property taxes levied by the District are collected by varicus municipalities and periodically remitted to
the District. The taxes are levied and become a lien as of July 1 and December 1 and are due upon
receipt of the billing by the taxpayer and become a lien on the first day of the levy year. The actual due
dates are September 14 and February 14, after which time the bills become delinquent and penalties
and interest may be assessed by the collecting entity.

For the year ended June 30, 2007, the District levied the following amounts per $1,000 of assessed
valuation:

FUND MILLS
General Fund 2062
Special Education Fund 2.0647

[nventories and Prepaid Items.

Inventories are valued at the lower of cost (first-in, first-out} or market. Inventory consists of food
products. Inventories for commaodities are recorded as revenue when utilized. Reported inventories are
equaily offset by a fund balance reserve that indicates that they do not constitute "available spendable
resources" even though they are a component of net current assets. Certain payments to vendors
reflect costs applicable to future accounting periods and are recorded as prepaid items.

Short-term Interfund Receivables/Payables.

During the course of operations, numerous transactions occur between individual funds for goods
provided or services rendered. These receivables and payables are classified as "due from other
funds” or "due to other funds” on the Governmental Funds Balance Sheet.

Capital Assets.

Capital assets purchased or acquired are capitalized at historical cost or estimated historical cost.
Donated fixed assets are valued at their estimated fair market value on the date received.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially

extend assets lives are not capitalized. Improvements are capitalized and depreciated over the
remaining useful lives of the related fixed assets.
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LEWIS CASS INTERMEDIATE SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2007

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, {Continued):

OTHER ACCOUNTING POLICIES, {Continued}:

5.

Capltal Assets, (Contlnued)

Depreciation on all assets is provided on the straight-line basis over the estimated useful lives as
followed:

Buildings and additions 50 years
Furniture and other equipment 5- 1S years

The District’s policy is to capitalize individual amounts exceeding $3,000.

Compensated Absences.

Accumulated vacation and sick pay amounis which are expected to be liquidated with expendable
available resources (generally sixty days) are recerded in the governmental funds using the modified
accrual basis of accounting.

If is the policy of the District fo allow for accumulation of unused sick days. Upon separation,
accumulated sick days become vested after 10 years of accumulated employment and six months
notice. They are payable at one-half of the employees current rate of pay for support staff and then
the prevailing per diem substitute salary for administrative and professional staff for a maximum of 180
days.

Unemployment [nsurance.

The District reimburses the Michigan Employment Security Agency {MESA) for the actual amount of
unemployment benefits disbursed by the MESA on behalf of the District. Billings received for amounts
paid by the MESA through June 30 are accrued.

Deferred Revenues:

The unexpended balance of various federal and/or state categorical grants is carried forward as
deferred revenue until the period in which eligible expenditures are incurred. Other monies collected
in advance are also deferred.

Long-term obligations.

In the government-wide financial statements, long-term debt and other long-term ohligations are
reported as liabilities on the statement of net assets. Bond premiums and discounts, as well as
issuance costs and the difference between the reacquisition price and the net carrying amount of the
old debt, are deferred and amortized over the life of the bonds using the straight line method over the
term of the related debt.

In the fund financial statements, governmental fund types recognize bond premiums and discounts,
as well as bond issuance costs during the current period. The face amount of debt issued is reported
as other financing sources. Premiums received on debt issuances are reported as other financing
sources while discounts on debt issuances are reported as other financing uses. Issuance costs,
whether or not withheld from the actual debt proceeds received, are reported as debt service
expenditures.,
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LEWIS CASS INTERMEDIATE SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2007

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (Continued):

OTHER ACCOUNTING PCLICIES, (Continued}:
10.  Use of Estimates.

The process of preparing basic financial statements in conformity with U.S. generally accepted
accounting principles requires the use of estimates and assumptions regarding certain types of
assets, labilities, revenues and expenditures. Such estimates primarily relate to unsettled
transactions and events as of the date of the financial statements. Accordingly, upon settlement,
actual results may differ from estimated amounts,

NOTE 2 - STEWARDSHIP, COMPLIANCE & ACCOUNTABILITY:

Budgets are adopted on a basis consistent with U.8. generally accepted accounting principles. Annual appropriated budgets
are adopted for the general and special revenue funds. All annual appropriations lapse at fiscal year end.

The District does not maintain a formalized encumbrance accounting system.

The District follows these procedures in establishing the budgetary data reflected in the financial statements:

1. The Superintendent submits to the School Beard a proposed operating budget for the fiscal year
commencing on July 1. The operating budget includes proposed expenditures and the means of
financing them. The level of control for the budgets is at the functional level as set forth in the
combined statement of revenues, expenditures and changes in fund balances - budget and actual
(GAAP basis) - general and special funds.

2, Public hearings are conducted to obtain taxpayer comments.

3. Prior to July 1, the budget is legally adopted by Schocel Board resclution pursuant to the Uniform
Budgeting and Accounting Act {P.A. 621 of 1978). The Act reguires that the budget be amended prior
to the end of the fiscal year when necessary to adjust appropriations if it appears that revenues and
other financing sources will be less than anticipated or so that expenditures will not be in excess of
original estimates. Expenditures shall not be made or incurred, unless authorized in the budget, orin
excess of the amount appropriated. Violations, if any, in the major funds are noted in the required
supplementary information section.

4. The Superintendent is authorized to transfer budgeted amounts between major expenditure functions
within any fund; however, these transfers and any revisions that alter the total expenditures of any fund
must be approved by the School Board.

5. Formal budgetary integration is employed as a management control device during the year for the
general fund.

8. The budget as presented, has been amended; Supplemental appropriations were made during the
year with the last one approved prior to June 30.
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LEWIS CASS INTERMEDIATE SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2007

NOTE 3 - CASH AND INVESTMENTS — CREDIT RISK:
As of June 30, 2007, the District had the following investments:

Weighted
Average Standard
Fair Maturity & Poor’s
Investment Type Value {Years) Rating %
MILAF External Investment pool — MIMAX $2,205,967 0.0027 AAAM 100%
Total fair value 2,205,967
Portfolio weighted average maturity 0,0027

1 day maturity equals 0.0027, one year eqguals 1.00

The district voluntarily invests certain excess funds in external pooled investment funds which included money market funds.
One of the pooled investment funds utilized by the District is the Michigan Investment Liquid Asset Fund (MILAF). MILAF is an
external poocled investment fund of “qualified” investments for Michigan school districts. MILAF is not regulated nor is it
registered with the SEC. MILAF reports as of June 30, 2007, the fair value of the District’s investments is the same as the
value of the pool shares.

Interest rate risk. In accordance with its investment policy, the District will minimize interest rate risk, which is the risk
that the market value of securities in the portfolio will fall due to changes in market interest rates, by: structuring the
investment portfolio so that securities mature to meet cash requirements for ongoing operations, thereby avoiding the
need to sell securities in the open market; and, investing operating funds primarily in shorter-term securities, liguid
asset funds, money market mutua! funds, or simitar investment pools and limiting the average maturity in accordance
with the District's cash reguirements,

Credit risk, State law limits investments in commercial paper and corporate bonds to a prime or better rating issued
by nationally recognized statistical rating organizations (NRSROs).

Concentration of credit risk. The District will minimize concentration of credit risk, which is the risk of loss attributed
to the magnitude of the District’s investment in a single issuer, by diversifying the investment portfolio so that the
impact of potential losses from any one type of security or issuer will be minimized.

Custodial credit risk — deposits. In the case of deposits, this is the risk that in the event of a bank failure, the
District’s deposits may not be returned to it. As of June 30, 2007, $1,271,060 of the District’s bank balance of
$1,571,060 was exposed to custodial credit risk because it was uninsured and collateralized with securities heid by the
pledging financial institution’s trust department of agent, but not in the District's name.

Custodial credit risk — investments. For an investment, this is the risk that, in the event of the failure of the
counterparty, the District will not be able to recover the value of its investments or collateral securities that are in the
possession of an outside party.

The District will minimize custodial credit risk, which is the risk of loss due to the failure of the security issuer or backer
by limiting investments to the types of securities allowed by law; and pre-qualifying the financial institutions,
broker/dealers, intermediaries and advisars with which the District will do business.

Foreign currency risk. The District is not authorized to invest in investments which have this type of risk.
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LEWIS CASS INTERMEDIATE SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2007

NOTE 3 - CASH AND INVESTMENTS — CREDIT RISK, (Continued):

The above amounts are reporied in the financial statements as follows:

Cash Private Purpose Trust Fund $ 30,529
Cash Agency Fund 10,408
Cash — District wide $90,016
Investments — District wide 2,205.967
$3.236,920
NOTE 4 - CAPITAL ASSETS:
The following is a summary of changes in the District’s capital assets:
BALANCE BALANCE
JULY 1, 2008 ADJUSTMENTS ADDITIONS DISPOSALS JUNE 30, 2007
Assets not being depreciated — land $ 60,000 $ 60,000
Depreciable capital assets:
Buildings & Improvements 3,530,800 $61,562 - 3,582,362
Equipment 270,148 35,105 $ 53,772 251,481
Transportation 1.065.411 $(95 770) 86.275 202,871 853,045
Subtotal depreciable
capital assets 4,866,359 {95,770} 182,842 256,643 4,696,888
Accumulated depreciafion:
Buildings & Improvements {1,017,776) (72,205) - (1,089,981)
Office & Instructional
Equipment (166,610) (27.814) 53,772 {140,652)
Transportation (526,147) 47,885 (103,728} 180,800 {401,080)
Total accumulated
depreciation {1,710,533) 47,885 (203.747) 234,672 {1.631,723)
Net depreciable capital assets: 3,155,826 {47 885) 20.805 21.971 3,065,165
Net Capital Assets $3,215,826 $(47.885) $ 20805 $ 21,871 $3,125.165

Depreciation for the fiscal year ended June 30, 2007 amounted to $203,747. The District determined that it was impragctical to
allocate depreciation to the various governmental activities as the assets serve multiple functions.

OUTSTANDING DEBT:

The following is a summary of leng-term obligations for the Gistrict for the year ended June 30, 2007:

Limited obligation (Durant) bond, due in annual
installments of $40,581 - $40,595 through May 2013,

with interest of 4.76%. $236,951
Accumulated compensated absences 201,451
Totatl long-term debt $438.402
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LEWIS CASS INTERMEDIATE SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2007

NOTE 5 - LONG-TERM DEBT:
DEBT SERVICE REQUIREMENTS:

The annual requirements to amortize long-term debt cutstanding as of June 30, 2007 are as follows:

PRINCIPAL INTEREST TOTAL

2008 - - -
2008 $ 32,175 $ 8,424 $ 40,599
2010 33,705 6,892 40,697
2011 95,331 26,457 121,788
2012 36,990 3,606 40,596
2013 38.750 1,845 40,595

235,851 $47.224 284,175
Accumulated Compensated Absences 201,451 201,451
TOTAL $438.402 $485.626

CHANGES IN L ONG-TERM DEBT:
Following is a summary of long-term debt transactions of the district for the year ended June 30, 2007:

ACCUMULATED GENERAL
SICK PAY OBLIGATION

Long-term debt — July 1, 2006 $170,046 $236,951
Net increase in accumulated compensated absences 38,185
Deductions:

Sick pay paid out {7,760}
Durant bonds paid - -
Total $201.,451 $236,951

Total interest expense amounted to $10,440 for the year ended June 30, 2007.

NOTE 6 - OPERATING LEASES:
The District has entered into non-cancelable leases for an office in Benton Harbor and three copiers. The following schedule
summarizes the minimum future payments for the years ended June 30:

2008 $20,796

2009 18,596

2010 18,596

2011 18,596

2012 14,697
NOTE 7 - RISK MANAGEMENT:

The District is exposed to various risks of loss related to property loss, torts, errors and omissions, employee injuries {worker's
compensation} as well as medical benefits provided to employees. The School District has purchased commercial insurance
for all claims, except vision and dental; the District is self-insured for vision and dental claims. Settied claims have not
exceeded the amount of insurance coverage in any of the past three fiscal years.

At June 30, 2007, the liability for vision and dental claims that have been incurred through the end of the fiscal year, including
both the claims that have been reported as well as those that have not been reported, is insignificant.
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LEWIS CASS INTERMEDIATE SCHOOL DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2007

NOTE 8 - EMPLOYEE RETIREMENT SYSTEM — DEFINED BENEFIT PLAN:

Plan Description — The District contributes 1o the statewide Michigan Public School Employees’ Retirement System (MPSERS),
a cost sharing multiple-employer state-wide defined benefit public employee retirement plan governed b the State of Michigan.
The MPSERS provides retirement surviver and disability benefits and postretirement benefits for health, dental and vision for
substantially all employees of the District. The MPSERS was established by Public Act 136 or 1945 and operated under the
provisions of Public Act 300 of 1980, as amended. The MPSERS issues a publicly available financtal report that includes
financial statements and required supplementary information for MPSERS. That report may be obtained by writing to Michigan
Public School Employees Retirement System, P.O. Box 30171, Lansing, Michigan, 48908-7671 or by calling (800} 381-5111.

Funding Policy — Member [nvestment Plan (MIP} members enrolled it MIP prior to January 1, 1880 contribute a permanently
fixed rate of 3.9% of gross wages. The MIP contribution rate was 4.0% from January 1, 1987, the effective date of the MIP,
until January 1, 1990 when it was reduced to 3.9%. Members first hired January 1, 1980 or later and returning members who
did not work between January 1, 1987 through December 31, 1889 contribute at the following graduated permanently fixed
contribution rate; 3% of the first $5,000; 3.6% of $5,001 through $15,000; and 4.3% of all wages over $15,000.

Basic Plan members make no contributions. For a limited peried ending December 31, 1892, an active Basic Plan member
could enrsll in the MIP by paying the contributions that would have been made had enroliment cccurred initially on January 1,
1887 or on the date or hire, plus interest. MIP contributions at the rate of 3.9% of gross wages begin at enrollment. Actuarial
rate interest is posted to member accounts on July 1% on all MIP monies on deposit for 12 months. If a member leaves
MPSERS service and no pension is payable, the member's accumulated contribution plus interest, if any, are refundable.,

The District is required to contribute the full actuarial funding contribution amount to fund pension benefits, plus an additional
amount fe fund retiree health care benefit amounts on a cash disbursement basis. The rates for the year ended June 30, 2006
were 16.34% of payroll through September 30, 2006 and 17.74% effective October 1, 2006 through June 30, 2007. The
contribution requirements of plan members and the District are established and may be amended by the MPSERS Board of
Trustees. The District contributions to MPSERS for the years ended June 30, 2007, 2006, and 2005, were $684,813,
$931,010, and $877,878 respectively, and were equal to the required contribution for each year.

The District Is not responsible for the payment of retirement benefits that is the responsibility of the State of Michigan.

Other Post-employment Benefits — Also within the MPSERS system, retirees have the optioh of health coverage, which is
funded on a cash disbursement basis by the employers. The MPSERS has contracted to provide the comprehensive group
medical, hearing, dental and vision coverages for retirees and beneficiaries. A significant portion of the premium is paid by the
MPSERS with the bajance deducted from the monthly pension.

NOTE 9 — TRANSFERS
Transfers were made between funds to supplement program costs. A summary is as follows:

Transfers To Transfers From
General Fund $ 2,000 $ 64,851
80,372
Special Education Fund 30,060 2,000
54,851
Community Service Fund 90,372
Hot Lunch Fund 30,000
Total $187.223 $187.223
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LEWIS CASS INTERMEDIATE SCHCOL DISTRICT
REQUIRED SUPPLEMENTARY INFORMATION
BUDGETARY COMPARISON SCHEDULE
GENERAL FUND
FOR THE YEAR ENDED JUNE 30, 2007

VARIANCE-
WITH FINAL
BUDGET BUDGET-
2007 FAVORABLE
ORIGINAL FINAL ACTUAL {UNFAVORABLE}
REVENUE:
Local sources $ 465,790 $ 485728 $ 483,048 $ (2,678)
State sources 507,268 596,187 585,741 (446}
Federal sources 1,050,801 1,033,295 1,026,740 {6,555}
Other revenue - 4,438 4,438 -
TOTAL REVENUE 2,053,958 2,119,646 2,109,067 {8,679)
EXPENDITURES:
Adult education 93,980 98,450 82,173 17,277
Pupil services 172,352 188,781 187,841 840
Instructional staff services 382,851 567,509 568,300 (791)
General administration 364,410 333,076 320,026 13,050
Business 239,069 305,805 281,347 24,648
Building services 272,353 290,716 283,482 7,228
Transportation 6,700 - - -
Personnel services 6,500 3,000 1,290 1,710
Information management 83.680 70,120 46,388 23,732
Community services 474,468 370,412 359,023 11,380
TOTAL EXPENDITURES 2,106,163 2,229,063 2,129,870 99,183
EXCESS {DEFICIT) OF REVENUE OVER {52,204 {109,407} {19,803) 88,504
(UNDER) EXPENDITURES
OTHER FINANCING SOURCES (USES):
Transfer from other funds 409,850 155,222 155,223
Transfer from other districts 267,252 361,588 397,072 35484
Transfers to other districts {641,935) (644,958) (644,510) 448
Transfers to other funds {2,000} (2,000) {2,000)
Sale of school property - 1,185 1,165
TOTAL CTHER FINANCING SCURCES
(USES) 33,167 (128,883) {93,080} 35,833
EXCESS (DEFICIT) OF REVENUE OVER
{UNDER) EXPENDITURES {19,037) (238,400) {112,963) 125,437
FUND BALANCE - BEGINNING OF YEAR 2,401,612 2,401,612 2,401,612
FUND BALANCE - END OF YEAR $2,382,575 $2,163,212 $ 2,288,649 $ 125,437
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LEWIS CASS INTERMEDIATE SCHOOL DISTRICT

REQUIRED SUPPLEMENTARY INFORMATION
BUDGETARY COMPARISCN SCHEDULE

REVENUE:
l.ocal sources
State sources
Federal sources

TOTAL REVENUE

EXPENDITURES:
Instruction
Pupil services
Instructional staff services
Program administration
General adminisiration
Building administration
Business
Building services
Transportation
Personne! services
Information management and EQOSD
Community services

TOTAL EXPENDITURES

EXCESS (DEFICIT) OF REVENUE OVER
{UNDER} EXPENDITURES

OTHER FINANCING SOURCES (USESY:
Transfer from other funds
Transfer from other disiricts
Transfers {o other funds
Transfers {o other districts
Sale of fixed assets

TOTAL OTHER FINANCING SOURCES
SOURCES

EXCESS (DEFICIT) OF REVENUE OVER
{(UNDER) EXPENDITURES

FUND BALANCE - JULY 1

FUND BALANCE - JUNE 30

SPECIAL EDUCATION FUND

FOR THE YEAR ENDED JUNE 30, 2007

VARIANCE-

WITH FINAL

BUDGET BUDGET-

FAVORABLE
ORIGINAL FINAL ACTUAL (UNFAVORABLE}
$ 2,963,113 $ 3,384,322 $ 3,318,248 $ (46,074)
1,608,150 1,679,462 1,678,846 (816}
1,728,208 1,777,355 1,690,351 (87,004)
6,208,469 6,821,139 6,687,445 (133,604)
2,263,229 2,373,477 2,258,561 114,918
1,033,478 1,199,500 1,191,207 8,293
11,870 10,000 10,048 (48)
307,079 318,247 317,8%1 356
92,970 98,360 95,490 870
81,100 86,250 85,145 1,105
199,688 208,170 206,671 1,499
274,560 303,547 294,950 8,597
1,611,280 1,582,181 1,560,472 21,709
8,500 - - -
78,479 86,274 86,158 116
97,134 115,948 112,119 3,829
6,059,167 8,379,854 5,218,712 181,242
239,302 441,185 488,733 27,548
2,000 2,000 2,000 -
30,000 32,500 32,842 342
(108,851) {105,081) {94,851} 10,230
{(191,000) (269,000) (259,864} 9,138
5,000 10,347 10,347 -
{263,851) (329,234) {309,526) 19,708
(24,549) 111,951 158,207 47,256
1,155,404 1,155,494 1,155,494 -
$ 1,130,945 $ 1,267.445 $ 1,314,701 $ 47,256
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LEWIS CASS INTERMEDIATE SCHOOL DISTRICT
REQUIRED SUPPLEMENTARY INFORMATICON
BUDGETARY COMPARISON SCHEDULE

COMMUNITY SERVICE FUND
FOR THE YEAR ENDED JUNE 30, 2007

REVENLIE:
Local sources
State sources
Federal sources

TOTAL REVENUE

EXPENDITURES;
Benton Harbor youth
Employment services
Work first BIC/A/B
WIA older youih
WIA berrien
WIA youth
Food stamps
TANIF
MPRI 05-06

TOTAL EXPENDITURES

EXCESS (DEFICIT) OF REVENUE OVER
(UNDER) EXPENDITURES

OTHER FINANCING SOURCES {USES)
Transfer from other funds
Transfer from other districts
Transfers to other funds
Transfers to other districts
Sale of schoot property

TOTAL OTHER FINANCING SCURCES
{USES)

EXCESS (DEFICIT) OF REVENUE OVER
(UNDER) EXPENDITURES

FUND BALANCE - JULY 1

FUND BALANCE - JUNE 30

VARIANCE-
WITH FINAL
BUDGET BUDGET-
FAVORABLE
ORIGINAL FINAL ACTUAL {UNFAVORABLE}
- $ 16 $ 16 -
- 94,486 94,486 -
$ 1,285,168 989,426 983,426 -
1,285,188 1,083,928 1,083,928 -
250,067 226,050 231,510 $ (5,460)
154,197 148,466 147,612 854
601,022 490,241 494,228 (3,987)
44,769 77,940 79,013 (1,073)
40,867 -
20,285 -
44,062 32,684 28,997 3,687
33,333 15,924 16,924 -
- 60 60 -
1,188,402 991,365 997,344 (5,979)
96,766 92,563 86,584 (5,879}
(98,766) (96,351) (90,372) 5,979
{96,766) (96,351) (90,372) 5,979
- {3,788) (3,788) -
3,788 3,788 3,788 -
$ 3,788 3 - 3 - $ -
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LEWIS CASS INTERMEDIATE SCHOOL DISTRICT
COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUND TYPES
June 30, 2007

ASSETS

Cash & cash equivalent
Accounts receivable

Bue from other governments

TOTAL ASSETS

LIABILITIES & FUND BALANCE

LIABILITIES:
Accounts payable
Accrued salaries & withheldings
Accrued retirement payable

TOTAL LIABILITIES

FUND BALANCES
Undesignated

TOTAL FUND BALANCE

TOTAL LIABILITIES & FUND BALANCE

24

SCHOOL
DEBT SERVICE
RETIREMENT FUND TOTAL
$ 7471 $ 7.471
1,701 1,701
$ - $9112 § 9172
$ 1 $ i
6,260 6,260
643G 649
6,910 6,910
2,262 2,282
2,262 2,282
3 - $ 9,172 $ 9,172




LEWIS CASS INTERMEDIATE SCHOOL DISTRICT
COMBINING STATEMENT OF REVENUES, EXPENDITURES AND
CHANGE IN FUND BALANCE - NONMAJOR GOVERNMENTAL FUND TYPES
FOR THE YEAR ENDED JUNE 3C, 2007

SCHOOL
DEBT SERVICE
RETIREMENT FUND TOTAL
REVENUE:;

l.ccal sources 3 - $ 12,669 $12,669

State sources - 4,010 4,010

Federal sources - 30,271 30,271
TOTAL REVENUE - 48,950 46,850
EXPENDITURES:

Food services 78,333 78,333

Principle redemption - -

Interest - -
TOTAL EXPENDITURES - 78,333 78,333
EXCESS (DEFICIT) OF REVENUE OVER EXPENDITURES - (31.383) (31,383)
QTHER FINANCING SCURCES {USES)

Qperating transfers in - other funds - 30,000 30,000
TOTAL OTHER FINANCING SOQURCES (USES) - 30,000 30,000
EXCESS (DEFICIT) OF REVENUE

& OTHER SOURCES CVER

EXPENDITURES & OTHER USES - (1,383} {1,383)
FUND BALANCE - Beginning of Year - 3,645 3,645

FUND BALANCE - End of Year

5
1

$ 2,262 $ 2,262

25



LEWIS CASS INTERMEDIATE SCHOOL DISTRICT
GENERAL FUND SCHEDULE OF REVENUE - BUDGET AND ACTUAL
YEAR ENDED JUNE 30, 2007

LOCAL SOURCES
Current property tax

Miscellaneous revenue

Penalties & interest on delinquent taxes

Miscellaneous taxes

Earnings on investments & deposits
Other revenues

Contracted transportation

Rent

Miscellaneous

Welfare Reform Reimbursement

TOTAL LOCAL SOURCES

STATE SQURCES
General
Siate restricted other
Gifted and talented
Great Parents
Vocational Education

TOTAL STATE SOURCES

FEDERAL SOURCES
Medicaid Administrative Qutreach
Perkins
Family Reunification
Tech Prep
Other

TOTAL FECERAL SOURCES

OTHER FINANCING SOURCES
Incoming transfer - Cther districts
incoming transfer - Other funds

TOTAL OTHER FINANCING SOURCES

SALE OF FIXED ASSETS

TOTAL REVENUE & OTHER SCURCES

VARIANCE

FAVORABLE
BUDGET ACTUAL {UNFAVORABLE)
$ 257,849 $ 256,227 $ {1,422)
40 20 (20)
3,600 2,175 (1,425)
83,560 89,935 375
93,177 93,177 -
47 293 45 952 {(1,341)
491,319 487 486 {3,833)
385,605 385,695 -
158,032 159,030 (2)
5,000 5,000 -
18,579 18,135 {444)
27,881 27,881 -
596,187 595 741 {446)
70,318 70,315 N
708,944 708,044 -
202,415 195,861 (6,554)
22,503 22 503 -
28,117 29 117 -
1,033,295 1,026,740 {6,555)
361,588 397,072 35,484
155,222 165,223 1
516,810 552 295 35,485
1,155 1,155
$2,637,611 $2.663,417 $ 25,806
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LEWIS CASS INTERMEDIATE SCHOOL DISTRICT
GENERAL FUND SCHEDULE OF EXPENDITURES -

INSTRUCTION:

Professionat salaries
Non-Professional salaries
Insurance benefits
Retirement

FICA

Purchased services
Supplies

TOTAL INSTRUCTION
SUPPORTING SERVICES:

Instructional Support

Professional salaries
Nonprofessional salaries
Insurance benefits
Retirement

FICA

Purchased services
Supplies

Totat Instructional Support

Student Services

Professional Salaries
Nonprofessional salaries
insurance benefits
Retirement

FICA

Purchased services
Supplies

Capital Outlay

Total Student Services

General Adminisiration:

Professional salaries
Non-Professional salaries
Insurances

Retirement

FICA

Purchased services
Supplies

Capital Outiay

Other

Total General Administration

BUDGET AND ACTUAL
YEAR ENDED JUNE 30, 2007

VARIANCE
FAVORABLE
BUDGET ACTUAL {UNFAVORABLE}
$35,000 $33,012 $ 1,988
18,000 10,358 5,642
9,050 5,701 3,348
3.900 3,317 583
15,000 11,627 3,373
20,500 18,158 2,342
98,450 82,173 17,277
236,234 241,414 (5,180}
31,080 31,041 19
27.743 27,890 {147)
42320 44,526 (2,208)
25,110 25,225 {115)
201,392 164,737 6,655
3,650 3,467 183
567,509 568,300 (791)
48,145 47 983 162
47,627 47 628 (1)
49 454 48,117 337
18,870 16,844 26
7,230 7,234 {4)
10,4565 10,196 259
9,000 8,839 161
188,781 187,841 940
108,445 108,130 315
31,880 31,882 (2)
59,411 57,748 1663
33,150 33,108 44
9,300 9298 4
64,300 54,076 10,224
16,340 15,788 552
250 - 250
333,076 320,026 13,050
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LEWIS CASS INTERMEDIATE SCHOOL DISTRICT
GENERAL FUND SCHEDULE OF EXPENDITURES -

SUPPORTING SERVICES, (Continued):

Cperation & Maintenance:

Professional salaries
Non-Professional salaries
Insurance benefits

Retirement

FICA

Purchased services

Supplies

Capital Qutlay - including Durant
Other

Total Cperation & Maintenance

Business Services:

Professional salaries
Non-Professional salaries
Insurance benefits
Retirement

FICA & unemployement
Purchased services
Supplies

Capital Outlay

Other

Total Business Services

Other Support Services

Non-Professional salaries
Insurance benefits
Retirement

FICA

Purchased services
Supplies

Capital cutlay

Total Other Suppert Services

TOTAL SUPPORTING SERVICES

BUDGET AND ACTUAL
YEAR ENDED JUNE 30, 2007

VARIANGE
FAVORABLE
BUDGET ACTUAL  (UNFAVORABLE)
$ 8580 § 7233 § 1,347
65,562 65,549 13
33,775 33,777 (2)
12,680 12,679 1
7,750 7,709 41
69,050 64,091 4,959
26,000 25,261 739
67,313 67,183 130
290,710 283 482 7,228
87,310 67,252 58
10,250 9,994 256
7,075 7,078 (3)
13,130 13,066 64
166,816 163,025 3,791
33,250 15,424 17,826
6,664 4,386 2,278
1,000 575 425
500 547 (47)
305,995 281,347 24,648
12,340 10,602 1,738
200 189 11
1,470 1,470 -
710 708 2
28,400 12,001 16,399
20,000 12,857 7,143
10,000 9,851 149
73,120 47,678 25,442
1,759,191 1,688,674 70,517
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LEWIS CASS INTERMEDIATE SCHOOL DISTRICT

GENERAL FUND SCHEDULE OF EXPENDITURES -

' BUDGET AND ACTUAL
YEAR ENDED JUNE 30, 2007

COMMUNITY SERVICES

Professional salaries
Non-Professional salaries
Insurance benefits
Retirement

FICA

Purchased services
Supplies

Capital outlay

TOTAL COMMUNITY SERVICES

OTHER USES - OPERATING TRANSFERS
Outgoing transfers - other funds
Operating transfers - other districts

TOTAL OTHER USES & TRANSFERS

TOTAL EXPENDITURES & OTHER FINANCING USES

29

VARIANCE

FAVORABLE
BUDGET ACTUAL _(UNFAVORABLE)
$ 218,765 $ 216,744 -
14,711 14,542 $ 169
37,305 38,889 (1,584}
38,706 37,827 879
17,619 17,969 (350)
35,386 26,879 8,507
7,920 6,173 1,747
370,412 359,023 11,389
2,000 2,000 -
644,958 644,510 448
646,958 646,510 448
$ 2,876,011 § 2,776,380 $ 99,631




LEWIS CASS INTERMEDIATE SCHOOL DISTRICT
SPECIAL EDUCATION FUND
SCHEDULE OF REVENUE - BUDGET & ACTUAL

LOCAL SOQURCES
Current Property Tax

Miscellaneous Revenue
Penalties & interest on delinquent taxes
Earnings on investments & deposits
Medicald School Based Services
Wraparound Program
Donatigns
Miscellanecus

TOTAL LOCAL SOURCES

STATE SCURCES
Section 51 (a) - Special education
Mich. Rehab. Expansion grant
Section 54 - Deaf and Blind

TOTAL STATE SOURCES

FEDERAL SOURCES
[DEA Flowthrough
IDEA Preschool Incentive
Infant & Toddler Formula Grants
Medicaid Transportation Services
State Initiated
Transition Specialist
Safe Schools
Wraparound Program

TOTAL FEDERAL SOURCES

OTHER FINANCING SCURCES
Incoming transfer - Other districts
Incoming transfer - Other funds

TOTAL OTHER FINANCING SOURCES

SALE OF FIXED ASSETS

TOTAL REVENUE & OTHER SOURCES

June 30, 2007

VARIANGE
FAVORABLE
BUDGET ACTUAL (UNFAVORABLE)
$2,580,285  $2,566,809  $ (13,476)
400 206 (194)
53,990 53,447 (543)
450,000 421,829 (28,171)
52,447 48,632 (3,815)
201,440 201,440 .
25,760 25,885 125
3,364,322 3,318,248 (46,074)
1,648,942 1,650,504 1,562
10,520 8,980 (1,540)
20,000 19,362 (638)
1,679,462 1,678,846 (616)
1,448,639 1,361,530 (87,109}
50,806 50,806 .
98,410 96,329 (2,081)
6,000 8,001 2,001
50,000 50,000 -
60,000 60,000 -
- 198 198
63,500 63,487 {13)
1,777,355 1,690,351 (87,004)
32,500 32,842 342
2,000 2,000 -
34,500 34,842 342
10,347 10,347 .
$6,865986  $6732634  § (133,352)

30



LEWIS CASS INTERMEDIATE SCHOOL DISTRICT
SPECIAL EDUCATION FUND
SCHEDULE OF EXPENDITURES - BUDGET & ACTUAL
June 30, 2007

INSTRUCTION:

Professional salaries
Non-Professional salaries
Insurance benefits

FICA

Retirement

Purchased services
Supplies

Other

Transfers to other districts

TOTAL INSTRUCTION
SUPPORTING SERVICES:

Instructional Support

Professional salaries
Negn-Professional salaries
Insurance benefits

FICA

Retirement

Purchased services
Supplies

Total Instructional Support

Student Services

Professional salaries
Non-Professional salaries
Insurance benefits

FICA

Retirement

Purchased services
Supplies

Capital outlay

Total Student Services

General Adminstration

Professional salaries
Non-Professional salaries
Insurance benefits

FICA

Retirement

Purchased services
Supplies

Total General Administration

31

VARIANCE
FAVORABLE
BUDGET ACTUAL (UNFAVORABLE)
$ 646,718 $ 640,831 3 5 887
579,743 576,572 3,171
558,421 553,251 5170
93,854 92 649 1,205
205,741 122,008 83,733
85.250 82037 3,213
23,750 22,213 1537
180,000 169,000 11,000
2,373,477 2,258,561 114,918
160,977 160,878 (1)
39,200 39,182 18
46,660 46,544 116
15,760 15,761 N
34,850 34 477 173
26,900 26,881 19
4100 4116 {18)
328,247 327,939 308
568,788 671,591 (2,803}
21,457 20,383 1,074
158,225 158,228 {3)
45,069 49,098 (29
105,384 104,675 709
161,904 156,999 4,905
34,673 13,794 20,879
. 16,439 {16,439}
1,199,500 1,191,207 8,293
31,860 31,863 (3)
28,620 29,620 -
9,750 9,751 &)
3,580 3,584 {4)
10,750 10,742 8
9,700 8,889 811
1,000 941 59
96,360 95 490 870




LEWIS CASS INTERMEDIATE SCHOOL DISTRICT
SPECIAL EDUCATION FUND
SCHEDULE OF EXPENDITURES - BUDGET & ACTUAL

June 30, 2007
VARIANCE
FAVORABLE
BUDGET ACTUAL {UNFAVORABLE)
SUPPORTING SERVICES, (Continued):
School Administration
Professional salaries - - -
Non-Professional salaries $ 236,000 $ 35814 $ 186
Insurance benefits 22,230 22,227 3
FICA 2,750 2,736 14
Retirement 6,270 6,237 33
Purchased services 5,000 3,831 1,169
Supplies 14,000 14,300 {300}
Total School Administration 86,250 85 145 1,105
Operations & Maintenance
Professional salaries 34,327 28,831 5,396
Non-Professional salaries 41,450 40,577 873
insurance benefits 23,700 21,877 1,823
FICA 8,700 8,235 465
Retirement 12,100 12,094 6
Purchased services 84,670 42,864 1,806
Supplies 85,400 87,178 (1,778}
Caital outlay 3,200 3,164 6
Total Operations & Maintenance 303,547 294 950 8,587
Transportation
Professional salaries 42 906 36,164 6,742
Non-professional salaries 724,000 723,476 524
Insurance benefits 302,800 302,795 5
FICA 67,600 67,091 509
Retirement 129,800 128,422 1,378
Purchased services 87,075 64,517 2558
Supplies 161,500 151,532 9,968
Capital outiay 86,300 86,275 25
Miscellaneous 200 200 -
Total Transportation 1,682,181 1,560,472 21,708
Business Administration
Professicnal salaries 77,920 77,920 -
Non-Professional salaries 11,200 10,282 -
Insurance benefits 11,030 11,023 7
FICA 6,860 6,712 148
Retirement 15,760 15,456 304
Purchased services 72,050 72,064 -
Supplies 7,400 7,764 (354}
Miscellaneous 5,250 5,450 (200}
Total Business Administration 208,170 206,671 1,489
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LEWIS CASS INTERMEDIATE SCHOCL DISTRICT
SPECIAL EDUCATION FUND

SCHEDULE OF EXPENDITURES - BUDGET & ACTUAL
June 30, 2007

SUPPORTING SERVICES (Continued):

Other Support Services
Professional salaries
Non-Professional salaries
Insurance benefits
FICA
Retirement
Purchased services
Supplies
Other

Total Other Support Services
TOTAL SUPPORTING SERVICES
COMMUNITY SERVICES

Professional salaries
Insurance benefits
FICA
Retirement
Purchased services
Supplies
Other
TOTAL COMMUNITY SERVICES
OTHER FINANCING USES - OPERATING TRANSFERS
Cutgoing Transfer:
Other funds
Other districts
TOTAL OTHER FINANCING USES

TOTAL EXPENDITURES AND OTHER FINANCING USES

33

VARIANGE

FAVORABLE
BUDGET ACTUAL {UNFAVORABLE})
$ 31,250 $ 31,251 $ ()
22,685 22,555 130
6,960 7,507 (547)
4,090 4,097 @)
9,145 9,093 52
1,494 1,556 (62)
10,650 10,098 551
86,274 86,158 116
3,850,529 3,848,032 42,497
46,366 45,846 520
8,413 8,960 (547)
3,527 3,467 60
8,047 7,978 69
49,095 45,119 3,076
500 749 (249
115,048 112,119 3,829
105,081 94,851 10,230
268,000 259,864 9,136
374,081 354,715 19,366
$ 6,754,035 $ 6573427 § 180,608




LEWIS CASS INTERMEDIATE SCHOOL DISTRICT

COMMUNITY SERVICE FUND

SCHEDULE OF REVENUE - BUDGET & ACTUAL
June 30, 2007

LOCAL SOQURCES
Miscellaneous

TOTAL LOCAL SOURCES

STATE SOURCES
Work First
PAL

TOTAL STATE SOURCES

FEDERAL SOURCES
Food Stamp
Re-Employment Services
Youth Works
Woaork First
Employment Services
Statewide Activity
WIA
Other Federal Revenue

TOTAL FEBERAL SCURCES

OTHER FINANCING SOURCES
Incoming transfer - Cther funds

TOTAL REVENUES

34

VARIANCE

FAVORABLE
BUDGET ACTUAL (UNFAVORABLE)
$ 16§ 6 $ -
16 16 -
373 373 -
94,113 94,113 -
94,486 94,486 _
31,646 31,646 )
245,991 245,991 -
450,236 450,236 }
156,194 156,194 -
105,359 105,359 -
989,426 989,426 -
$ 1,083,928  $ 1083928 -




LEWIS CASS INTERMEDIATE SCHOOL DISTRICT

COMMUNITY SERVICE FUND

SCHEDULE OF EXPENDITURES - BUDGET & ACTUAL

Food Stamp:
Professional salaries
Insurance benefits
FICA
Purchased services
Supplies
Other

Total Food Stamp

Work First;
Professional salaries
Insurance benefits
FICA
Purchased services
Supplies

Total Work First

Employment Services:
Professional salaries
Insurance benefits
FICA
Purchased services
Supplies
Other

Total Employment Services

WIA:
Professional salaries
Non-Professional salaries
Insurance benefits
FICA
Purchased services
Supplies
Cther

Total WIA

June 30, 2007

VARIANCE
FAVORABLE
BUDGET ACTUAL {UNFAVORABLE)
$ 19,943 $ 20,689 $ (746)
2,550 2,553 {3}
3,397 4,530 (1,133)
6,584 1,016 5,568
210 208 1
32,684 28,997 3,687
233,830 233,830 -
29,347 29,347 -
52,032 52,031 1
166,876 169,091 (2,215)
8,156 9,929 {(1,773)
490,241 494 228 {3,987}
105,573 105,573 -
10,476 9,692 784
24,495 24,035 460
7,922 8,312 {390)
148 466 147,612 854
49,128 48,789 339
5,147 5,147 -
6,794 6,794 -
11,001 11,001 -
4,956 8,568 {1,612)
914 714 200
77,940 79,013 {1,073)

35



LEWIS CASS INTERMEDIATE SCHOOL DISTRICT
COMMUNITY SERVICE FUND
SCHEDULE OF EXPENDITURES - BUDGET & ACTUAL

June 30, 2007

VARIANCE
FAVORABLE
BUDGET ACTUAL (UNFAVORABLE)
BH Youth Activity:
Professional salaries $ 46,433 $ 48,921 $ (3,488)
Non-Professional salaries 136,839 123,737 13,202
Youth salaries - - -
FICA 23,359 21,322 2,037
Purchased services 4,762 22,867 {18,105)
Supplies 2,657 1,663 894
Cther 12,000 12,000 -
Total BH Youth Activity 226,050 231,510 {5,460}
WF Three Rivers:
Purchased services 80 80 -
Supplies 15,924 15,924 -
Other - - -
Total WF Three Rivers 15,984 15,984 -
TOTAL EXPENDITURES 991,365 067,344 (5,979)
OTHER USES - OPERATING TRANSFERS
QOperating transfers-Other funds 96,351 90,372 5,978
Operating transfers-Other districts - - -
TOTAL EXPENDITURES & OTHER FINANCING USES $1,087,718 $1,087,716 $ -
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LEWIS CASS INTERMEDIATE SCHOOL DISTRICT
SCHOOL SERVICE FUND
SCHEDULE OF REVENUES & EXPENDITURES -
BUDGET & ACTUAL
June 30, 2007

VARIANCE
FAVORABLE
BUDGET ACTUAL (UNFAVORABLE)

LOCAL SOURCES

Breakfast/Lunch $ 11,300 $ 12,386 $ 1,086

Sale of fixed assets - - -

Earnings on investments 240 283 43
TOTAL LOCAL SOURCES 11,540 12,668 1,128
STATE SQURCES

State restricted 4010 4,010 -
FEDERAL SCURCES

Federal restricted 24 000 25,489 1,489

Cemmadity revenue - 4,782 4,782
TOTAL FEDERAL SOURCES 24,000 30,271 8,271
TOTAL REVENUES 39,550 46,950 7,400
EXPENDITURES - SUPPORTING SERVICES

Non-Professional salaries 22,750 22779 {29)

Insurance 14,000 13,9561 49

FICA 5750 5,753 {3)

Purchased services 6,250 3,042 3,208

Supplies 30,800 32,808 (2,008}

Capital outlay - - -
TOTAL EXPENDITURES 79,550 78,333 1,217
EXCESS {DEFICIT) OF REVENUE OVER EXPENDITURES {40,000) {31,383} 6,183
OTHER FINANCING SQURCES (USES)

Cperating transfers in - Special Education 40,000 30,000 {10,000)
TOTAL OTHER FINANCING SQURCES (USES) 40,000 30,000 {10,000}
EXCESS (DEFICIT) OF REVENUE OVER EXPENDITURES $ - $ (1,383) $ {1,383)
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LEWIS CASS INTERMEDIATE SCHOOL DISTRICT
FIDUCIARY FUNDS
COMBINING BALANCE SHEET
June 30, 2007

PRIVATE PURPOSE AGENCY
TRUST FUND FUNDS TOTALS

ASSETS
Cash $ 30,529 $ 10,409 $ 40,938
TOYAL ASSETS $ 30,529 § 10,409 $ 40938

LIABILITIES AND FUND BALANCE
Liabilities:

Due to other organizations $ 10,4089 $ 10,400
Fund Balance;

Reserved for programs $ 30,529 - 30,528
TOTAL LIABILITIES AND FUND BALANCE § 30529 $ 10409 § 40,938
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LEWIS CASS INTERMEDIATE SCHOOL DISTRICT
ALL AGENCY FUNDS
COMBINING SCHEDULE OF CHANGES IN
ASSETS & LIABILITIES
June 30, 2007

BALANCE BALANCE
71112006 ADDITIONS DEDUCTIONS 6/30/2007
STUDENT ACTIVITY FUND
ASSETS
Cash & Cash equivalent
investments $ 184,800 $ 17,195 % 201,586 $ 10,409
LIABILITIES
Due to school groups $ 154,800 $ 17,195 $ 201,586 $ 10,408
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LEWIS CASS INTERMEDIATE SCHOOL DISTRICT
SCHEDULE OF BONDED DEBT - 1998 ISSUE

June 30, 2007

May 15 PRINCIPAL
2008 $ -
2009 32,175
2010 33,705
2011 95,331
2012 36,980
2013 38,750

$ 236,951

INTEREST

8,424
6,862
26,457
3,606
1,846

TOTAL
PRINCIPAL
& INTEREST

$

47,224

$ -
40,568
40,597
121,788
40,588
40,585

$ 284,175

The above bond issue bears interest at 4.76%. The bond proceeds were used for

erecting, furnishing and equipping additions to the existing schoo! buildings and

develeping and improving the site.

This bond, including the interest hereon, is issued in anticipation of payments ap-
propriated and to be appropriated by the State under Section 11g{3) of Act 94 to the
School District (the "State Aid Payments”). The School District hereby pledges and
assigns to the Authority all of its rights to and in such State Aid payments as security
for this bond and the State Aid payments which are hereby pledged shall be subject

to a statutory lien in favor of the Authority as authorized by Act 94. This bond is a self-
liquidating bond and is not a genera! gbligation of the School District and does not
constitute an indebtedness of the School District within any constitutional or statutory
limitation, and is payable both as to principal and interest, solely from such Siate Aid
payments. The School District, as requested by the Authority, hereby irrevocably
authorizes the payment of the State Aid payments directly to the Authority's depository.
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OMB Circular A-133
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" ANDERSON, TUCKEY, BERNHARDT & DORAN, P.C.
" Certified Public Accountants

- Gary R. Anderson, CPA Robert L. Tuckey, CPA

- Jerry 1. Bérnhardt, CPA Valerie Jamieson Hartel, CPA
Thomns B. Doran, CPA Jamie L. Peasley, CPA

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT
OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

- August 17, 2007

. To'the Board of Education
. Lewis Cass Intermediate School District
‘Cassopolis, Ml

- 'We have audited the financial statements of the governmental activities, each major fund, and the aggregate remaining

- . fund information of Lewis Cass [ntermediate School District as of and for the year ended June 30, 2007, which

-~ collectively comprise Lewis Cass Intermediate School District's basic financial statements of the District's primary

" government and have issued our report thereon dated August 17, 2007. We conducted our audit in accordance with

.- auditing standards generally accepted in the United States of America and the standards applicable to financial audits
. contalned in Government Auditing Standards, issued by the Comptroller General of the United States.

. INTERNAL CONTROL OVER FINANCIAL REPORTING

in planning and performing our audit, we considered Lewis Cass Infermediate School District’s internal control over

financial reporting as a basis for designing our auditing procedures for the purpose of expressing our opinion on the
~ financial statements, but not for the purpose of expressing -an opinion on the effectiveness of the Lewis Cass
- Intermediate School District’s internal control over financial reporting. Accordingly, we do not express an opinion on the

effectiveness of Lewis Cass Intermediate School District’s internal control over financial reperting.

= Acontrol deficiency exists when the design or operation of a control does not allow management or employees, in the
. normal course of performing their assigned functions, to prevent or detect missiatements on a fimely basis. A significant
. deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the entity's ability to
. initiate, authorize, record, process, or report financial data reliably in accordance with generally accepted accounting
. . -principles such that there is more than a remote likelihood that a misstatement of the entity’s financial statements that is
T mo‘re than inconsequential will not be prevented or detected by the entity’s internai control.

' A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than a
. 'remote likelihood that a material misstatement of the financial statements will not be prevented or detected by the
' entttys internal control.

Our co_nsmeratlon of internal contro! aver financial reporting was for the limited purpose described in the first paragraph

_of this section and would not necessarily identify all deficiencies in internal control that might be significant deficiencies

.-of material weaknesses., We did not identify any deficiencies in internat control over financial reporting that we consider
" {o be material weaknesses, as defined above.

Page 1
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To the Board of Education
August 17, 2007

COMPLIANCE AND OTHER MATTERS

As part of obtaining reasonable assurance about whether Lewis Cass Intermediate School District's financial statements
are free of material misstatement, we performed tests of its compliance with certain provisions of laws, regutations,
contracts and grant agreements, noncompliance with which could have a direct and material effect on the determination
of financial statement amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit and, accordingly, we do not express such an opinion. The resulis of our tests disclosed no
instances of noncompliance or other matters that are required to be reported under Government Auditing Standards.

We noted certain matters that we have reported to management of Lewis Cass Intermediate School District in a
separate letter dated August 17, 2007.

This report is intended for the information and use of the Board of Education, management and federal awarding
agencies and pass-through entities and is not intended to be and should not be used by anyone other than those
specified parties.

Qudunen kg, Budoadd #Q0san, P2,

ANDERSCN, TUCKEY, BERNHARDT & DORAN, P.C.
CERTIFIED PUBLIC ACCOUNTANTS
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- ANDERSON TUCKEY, BERNHARDT & DORAN, P.C.

: Certlﬁed Public Accountants
- Gary R Aﬁmn, CPA Robert L. Tuckey, CPA
. Jerry 1. Bernhardt, CPA Valerie Jamieson Hartel, CPA

: \_-I'homas-B.-_Dom. CPA : Jamie L. Peasley, CPA

REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE
IN ACCORDANCE WITH OMB CIRCULAR A-133

. August 17, 200'{'-

~ To the Board of Education
. Lewis Cass Intermediate School District
Cassop'olis, Mi

COMPLIANCE _

".We have audited the compliance of L.ewis Cass intermediate Schoo! District with the types of compliance reguirements
 described in the U.S. Office of Management and Budget {OMB) Circufar A-133 Compliance Supplement that are
- applicable to each of its major federal programs for the year ended June 36, 2007. Lewis Cass Intermediate School

. District's major federal programs are identified in the summary of auditor's results section of the accompanying schedule
- of findings and questioned costs. Compliance with the requirements of laws, regulations, contracts and grants applicable
to each of its major federal programs is the responsibility of Lewis Cass Intermediate School District's management.

' Our responsibility is to express an opinion on Lewis Cass Intermediate School District’'s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United States of
America; the standards applicable to financial audits contained in Government Auditing Standards, issued by the
. Complfoller General of the United States; and OMB Circular A-133, Audits of Stales, Local Governments, and Non-Profit
- .Organizations. Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain
- reasonable assurance about whether noncompliance with the types of compliance requirements referred to above that
. .could have a direct-and material effect on a major federal program occurred. An audit includes examining, on a test
_basis, evidence about Lewis Cass intermediate School District's compliance with those requirements and performing
- such other procedures as we considered necessary in the circumstances. We believe that our audit provides a
- reasonable basis for our opinion. Qur audit does not provide a legal determination of Lewis Cass Intermediate School

~ District's comptiance with those requirements.

.~ Inour opinion, Lewis Cass Intermediate School District complied, in alt material respects, with the requirements referred
" to'above that are applicable to each of its major federal programs for the year ended June 30, 2007,

Page 3
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To the Board of Education
August 17, 2007

INTERNAL CONTROL OVER COMPLIANCE

The management of Lewis Cass Intermediate School District is responsible for establishing and maintaining
effective internal control over compliance with the requirements of laws, regulations, contracts and grants
applicable tc federal programs. In planning and petforming our audit, we considered Lewis Cass Intermediate
School District's internal conirot over compliance with requirements that could have a direct and material effect
on a major federal program in order to determine our auditing procedures for the purpose of expressing our
opinion on compliance, but not for the purpose of expressing an opinion on the effectiveness of the Lewis
Cass Intermediate School District’s internal control over compliance. Accordingly, we do not express an
opinion on the effectiveness of the Entity’s internal contrel over compliance.

A controf deficiency in an entity's internal control over compliance exists when the design or operation of a
control does not allow management or employses, in the normal course of performing their assigned
functions, to prevent or detect noncompliance with a type of compliance requirement of a federal program on a
timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that
adversely affects the entity’s ability to administer a federal program such that there is mare than a remote
likelihood that noncompliance with a type of compliance requirement of a federal program that is more than
inconsequential will not be prevented or detected by the entity's internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more
than a remote likelihood that material noncompliance with a type of compliance requirement of a federal
program will not be prevented or detected by the entity’s internal control.

Qur consideration of the internal control over compliance was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in internal contrel that might be
significant deficiencies or material weaknesses. We did not identify any deficiencies in internal control over
compliance that we consider to be material weaknesses, as defined above.

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

We have audited the financial statements of the governmental activities, each major fund and the aggregate
remaining fund information of Lewis Cass Intermediate School District as of and for the year ended June 30,
2007, and have issued our report thereon dated August 17, 2007. Our audit was performed for the purpose of
forming our opinions on the financial statements that collectively comprise Lewis Cass Intermediate School
District’s basic financial statements. The accompanying schedule of expenditures of federal awards is
presented for purposes of additional analysis as required by OMB Circular A-133 and is not a required part of
the basic financial statements. Such information has been subjected to the auditing procedures applied in the
audit of the basic financial statements and, in our opinion, is fairly stated, in all material respects, in relation to
the basic financial statements taken as a whole.

This report is intended solely for the information and use of the Board of Education, management and federal
awarding agencies and pass-through entities and is not intended to be and should not be used by anyone
other than these specified parties.

Oucdornen oy, Busdanddk R, R

ANDERSON, TUCKEY, BERNHARDT & DORAN, P.C.
CERTIFIED PUBLIC ACCOUNTANTS
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LEWIS CASS INTERMEDIATE SCHOOL DISTRICT
Schedule of Expenditures of Federal Awards
Provided to Subrecipients
Year Ended June 30, 2007

84 .048 Vocatlional Education Basic Grant 07352¢/7012-19
Van Buren |ntermediate School District
Berrien Intermediate School Bistrict
Cassopolis
Dowagiac
Edwardsburg
Marcellus

93.778 Medicaid - Adminisirative Quireach
Cassopolis
Dowagiac
Edwardsburg
Marcellus

17.258 Youth Works
Benton Harbor Area Schools

84.173 Tranistion Grant 070490/TS
Dowagiac
Edwardsburg

The accompanying noles are an integral part of this schadule,

Page @

$ 184,325
389,511
1,800
1,228
2,897

2,486

§ 582,247

$ 10,703
28,274
8,714

1211

$ 56802

$ 12,000

$ 180
877

§ 837



LEWIS CASS INTERMEDIATE SCHOOL DISTRICT
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2007

NOTE 1 — BASIS OF PRESENTATICN

The accompanying schedule of expenditures of federal awards includes the federal grant activity of Lewis
Cass Intermediate School District and is presented on the modified accrual basis of accounting. The
information in this schedule is presented in accordance with OMB Circular A-133, Audifs of States, Local
Governments, and Non-Profit Organizations. Therefore, some amounts presented in this schedule may differ
from amounts presented in, or used in the preparation of, the financial statements.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

1.

Vocational Education — Basic Grants To States, CFDA 84.048, Special Education IDEA, CFDA
84.027, and Special Education Preschool, CFDA 84.173A Cluster were audited as major programs
and represent 56.77% of expenditures.

The threshold for distinguishing Type A and B programs was $300,000.

Expenditures on this schedule reconcile with amounts reported in the financial statements and
financial reports submitted to the Michigan Department of Education.

Management has utilized the R7120, Grant Section Auditors’ Report, in preparing the schedule of
expenditures of federal awards.

The amounts reported on the Receipt Entitlemnent Balance Report agree with this schedule for USDA
donated food commedities.

NOTE 3 — RECONCILIATION OF FEDERAL REVENUE

The current year expenditures on the Schedule of Expenditures of Federal Awards agrees to the federal
revenue reported in the financial statements, as foliows:

Federal revenue per financial statements $3,736,788

Federal expenditures per Schedule of

Federal Awards $3,736.788
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LEWIS CASS INTERMEDIATE SCHOOL DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2007

Section | — Summary of Auditor’s Results

Financial Statements
Type of audiior's report fssued: Unqualified
Internal control over financial reporting:

» Material weakness(es) identified: Yes X _No

+ Significant deficiency(ies) that are not

considered to be material weakness? Yes X__None reported
Noncompliance material to financial statements noted? Yes X _No
Federal Awards

Internal control over major programs:

» Material weakness{es) identified: Yes X _No

= Significant deficiency{ies} that are not
considered {o be material weakness? Yes X___None reported

Type of auditor’s report issued on compliance for major programs: Unqualified

Any audit findings disclosed that are required to be
reported with Section 510(a} of Circular A-1337? Yes X No

Identification of major programs:

CFDA Number{s} Name of Federal Program or Cluster
84.048 Vocational Education — Basic Grant
84.027A Special Education IDEA
84 173A Special Education Preschool
Collar threshold used to distinquish between iype A
and Type B Programs: $300,000
Auditee qualified as low-risk auditee? X __Yes MNo

Section [l - Financial Statement Findings

None

Section lll — Federal Award Findings and Questioned Costs

None

Page 11



LEWIS CASS INTERMEDIATE SCHOOL DISTRICT
SCHEDULE OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED JUNE 30, 2007

The Safe Schools/Healthy Students Program — CFDA 84.186 was completed at June 30, 20086 and as a result
there was only one minor request for federal funds for this program. The request was made after the funds
were spent, For all programs tested for the year ended June 30, 2007, we noted that funds were not
requested until after the District had made the expenditure.
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" ANDERSON, TUCKEY, BERNHARDT & DORAN, P.C.
" Certified Public Accountants

. GaryR. Anderso.n. CPA Robert L. Tuckey, CPA
. Jerry 1. Bernhardt, CPA Valerie Jamieson Hartel, CPA
Thomas B. Doran, CPA Jamie L. Peasiey, CPA
s August 17, 2007
To the Board of Education

- ‘Lewis Cass Intermediate School District
- Cassopolis, Michigan

b_‘ea: Board Members:

. In planning and performing our audit of the financial statements of Lewis Cass Intermediate School

- District as of and for the year ended June 30, 2007, in accordance with auditing standards generally

. _accepted in the United States of America, we considered the school district’s internal control over

financial repomng (mtemal control) as a basis for designing our auditing procedures for the purpose of

expressing our opinion on the financial statements, but not for the purpose of expressing an opinion on

‘the effectiveness of the school district’s internal control. Accordingly, we do not express an opinion
o on' the effectiveness of the school district’s internal control.

Our consxderatlon of internal control was for the limited purpose described in the preceding paragraph
and would not necessarily identify all deficiencies in intemal control that might be significant
deﬁcxencxes or material weaknesses.

: 'A control dcﬁcxency exists when the design or operation of a control does not allow management or

. employees, in the normal course of performing their assigned functions, to prevent or detect

- . misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of

“control deficiencies, that adversely affects the entity’s ability to initiate, authorize, record, process, or

report financial data reliably in accordance with generally accepted accounting principles such that

 there is more than a remote likelihood that a misstatement of the entity’s financial statements that is
~more than inconsequential will not be prevented or detected by the entity’s internal control.

" A material weakness is a significant deficiency, or combination of significant deficiencies, that results
© . in more than a remote likelihood that a material misstatement of the financial statements, will not be
- preventcd or detected by the school district’s internal control.

_ Our con31derat10n of internal control over financial reporting and internal control over compliance was
-~ for the limited purpose described above and would not necessarily identify all deficiencies in internal
control that might be significant deficiencies or material weaknesses. We did not identify any
deficiencies in internal control that we consider to be control deficiencies or material weaknesses as

: deﬁned above.

715 East Frank Street, Caro, MI 48723-1647 + 989/673-3137 » 800-234-8829 + Fax 989/673-3375
6261 Church Street, Cass City, M1 48726-1111 + 98%/872-3730 + Fax 989/872-3978
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- The. following comments relate to certain of the school district’s accounting, financial and
- -administrative policies and procedures that we observed during the course of our audit. These matters
are not consndered control deficiencies or material weaknesses as defined by professional standards.

403§b1 Fmal Regulations

'Intcnt
‘The intent of the regulations is to consolidate guidance on §403(b) plans issued
. since 1964

- Effective Date
These regulations are generally effective for taxable years beginning after
. December 31, 2008. Plan documents should be in place December 31, 2008 1o be
implemented as of January 1, 2009.

. Wﬁ&cn Plan Document
L ~~The IRS is working on a model plan document and guidance for school districts.
" This should contain the provisions necessary for compliance with the new rules.

A plan may consist of several documents, or make reference to other documents,
- such as annuity contracts and custodial agreements. The employer must ensure
that there are no conflicts or inconsistencies between the docuyments.

The document must contain eligibility rules, benefits available, limitations,
allowable vendors, and time and form distributions.

- The document must allocate administrative and compliance responsibilities to the
. employer and/or designated third parties. The pian may not allocate compliance
- responsibilities to the participants.

-Other Provisions
o Exchange of investment products
e Universal availability
-»  Distributions
@ Terminations

- Set up a committee of benefit officials and participants to review the current plan
. and design the future plan.
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Determine if you need a third party administrator (TPA) to administer the plan
- and create a request for proposal (RFP) for services.

- Offer employee'education. The IRS is developing this type of information as well
a8 a model plan for school districts.

© " New Auditing Standards
‘Recently, 10 new auditing standards have been released and are effective, or will become
‘effective for your June 30, 2008 year end. In reviewing the new standards, they will have
- an impact on our overall audit approach. The trend is to perform audit procedures
_utilizing more of a risk based approach. OQne area which will continue to be emphasized
* . is your internal controls.

‘New Intergi'etation Of Deferred Compensation Rules Applicable To Teachers And

Similar Employees
In- August of 2007, the IRS issued new questions and answers related to deferred

~-compensation which can effect teachers and similar employees.

‘When employees can elect to defer part of their compensation to a future year, they are
- generally subject to the rules applicable to deferred compensation under. the Internal
~Revenue Code. These payments could be subject to an additional 20% tax if the
specified procedures are not followed. For example, school employees who work 10

.- months but are paid over 12 months would be deferring compensation into a future year.

. Thesé .:ruIes are not applicable unless an election must be made. If a school district
- provides that all employees must spread their pay over 12 months, these rules do not

IIn:I_orcl,er. to avoid imposition of extra taxes, the employees must give a written or
electronic election to notify the employer that they want to spread out the compensation.
‘This - election must be provided before the start of the school year and must be
. itrevocable. The election must state how the compensation is going to be paid (for
. example, ratably over the 12 months starting with the beginning of the school year). This
- < election does not need to be made for future years if the arrangement provides that the
- “election will remain in place until the employee elects a change. These rules are effective
*January 1, 2008. Therefore, they are not applicable until the election for the 2008 — 2009
_school year. '
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_-Wc apprecnate the opportunity to be of service to the school district. The cooperation extended to us
by your staff throughout the audit was greatly appreciated. We look forward each year to continuing
. our relationship with Lewis Cass Intermediate School District. Should you wish to discuss any item
mcluded in this letter furthcr we would be happy to do so.

- This communication is intended solely for the information and use of management and others within
- the organization and is not intended to be and should not be used by anyone other than these spemﬁed

_ 'partles
Very truly yours,

um'(u.“ w f\hm ve,

Anderson, Tuckey, Bernhardt & Doran, P.C.
_Certzf ied Public Accountants



